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^ABSTRACT " . 

Lake City Conmiinity College began its involvement 
with the. National Direct Student Loan Program in 1965, As of June 30, 
1975, the collegd had loaned $317^625 to 486 students— an average of 
$653 per student. Of this amount, $93,292 'has been repaid or 
cancelled, leaving $224,333 outstanding and $42,678 past due. "Of the 
past due amount, $15,142 is past due by one year to two years, and 
$17,190 is past due by fVo years to over five years* Of tb ose 
students who are two to five years delinquent, 85 percent cannot be - 
•located. Tb$ author speculates that the number of delinquent payments 
is largely attributable to (1) borrowers in the vocational and 
technical areas who have not been succfe^sful in obtaining employment 
and who, consequently, cannot repay, and |[2) borrowers in the fields 
of forestry^ lahdscaping, and golf course^operations, who typically 
come tQ the college from other states and leave on completion of 
their courstwork, and now cannot be found* In order to eliminate th^ 
high delinquency fate, the author recommends certain improvements ±n 
the opera^ons of the college financial aids office, and discusses * 
several methods for solving the problem pn a national basis* (DC) 
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INTRODUCTION 

Student loan's arc a rclat.ively new feature tg^he 
commuaity college. In 1958, Congress passed the National 
Defense Education Act, Title TI of' which provided for long- 
term, low interest loans to students (Hartman, p. 177). Many 
community, colleges felt that the panacea fo^ resolving student 
financial woes'hid finally com> to fruition. Colleges and' 
univjersities readily began to loan funds to stiidents without 
hesitation and without any concentration on repayment pro- 
visions. It was th^e federal government's intention to create 
revenue in the area of student loans' in order to encourage the 
growth of higher education as well as a means to stimulate en- 
' rollments of certain target groifps, or to stimulalte particular 
.types of training (Hartman, p. 177). This^ program was an 
immediate success. ,,However, after a few years pa-ssed, in-^. 
stitutions l^^egan to question if loans had been awarded to - 
responds tble and dependable stud ents j vho would adhere to the 
repayment regulations ascribed by the Department of Health, 
Education and Welfare. This question was of a' particular con- 
cern to the community college, intKat some students 9f low 
•income were in debt as much as $^2,500, with ohl> an^ Associates 
of Arts degree. While Community colleges were aware that 
loans for low-income students is an attem^pt to alter the 



distribution of college attendance ,and graduates (Hartaan, p. 180) > 

the question of repayment suddenly was asked of-.'community colleges 

/and no, adequate answer could be supplied. 

Many of the ^students attending community colleges are in 

the vocational area/ where no cancellation provisions are permitted 

thus, the entire loan with three per^ cent (Sty interest must be 

repaid. With this in mind, the writer has chgse'n to focus the 

review of collections of the National Direct Student Loan to 

Lake City Community College. , An attempt has been made to dn- 

elude Santa Fe Comniunity**Col lege in this study. However, the 

» , 

"new administrator in the ar,ea of Student Financial Aid is-not 
prepared at this time,, to supply the^jivriter with the historical 
prospective of the Natipnal Direct Student Loan program for 
Santa Fe, ^- ' i \ i 

•The Lake City Coijimunity College Tin^ncial aid office hlfe 
been helRfulj in retrieving the necessary information. Hopefully, 
my findings ^vill be iof somb value to'^the institution.. 

• - ; • 

• . / ' . 



Title. IV, scction-E, HigbVr Educat ion Act , .Nat ional 

Direct Student Loan program stat^sN^t "undergraduates are 
limited to $J,500-in tlieii* first two years" (OB regulations, 
p. 1.)- The. regulations further indicates the responsibilities 
af e^ch institution relative' to Ip^i^^l 1 ect ion . Listed below 
is section- 144 . 30 of the loan cqllecXion procedures as ascribe4' 
by 'the Office of KduCation. , " 
Each institution at' which a Fund is established 
shall exercise due diligence in the ,coll«f^tion <lf^ 
the amounts due and payable to its Fund. In the ex- ^ 
ercise of. such responsibility, each institution, must 
consistentLy-i^utilize extensive and forceful tollectipn^ 
practices. In .part icular , an institutioh shalw 

(a) Provide to each borrower, not later th?n the time wh^n 
, he* signs his promissory note, full disclosure of his 

rights and obliga*lions .thereunder; ^ 

< m 

(b) Conduct an exit interview with ^ach' borrower p(rior 

to his leaving t'he ins tttut ion ^and provide- the borrower 
"at th^t time with a* copy of his repayment schedule 
-^Tpeci^ying the 'total amount of the loan and dates 
and amounts of installment as they, become due; 

tc) Maintain a written re-coi'd o£ the e6iit interview, in- 
cluding*a repayment schedule sigiijeci by the^-borrov^'er 
, which .shall . be made a part" of the borrower's file; * 

(d) Maintain contact Mvith t'he borrower aftfer his leaving-'^ 
the institut ion . in order to facilitrate billing ^ind 
in order to keep* him informed cyn a timely "basis of 



all cfianges in the urogram aiffectlnV his/rights and 
obi iijat ions: A 

(e) establish and maintain regular billing and follow-up 
procc(^ure d\jrin"g the- period in,Khich any outstanding 
balance rgma^ins unpaid-,, including: . 

(1) The sending of: ' , ' * 

(i) The letter of notice and a'statei^nt o'f ^account 
of each borrower no later than 50 days -precediiTg- 
/ the date bfT which th^ .first repaymeTit installm^^nt 

is -due ;. , • > ^ . . 4 

• (ii) A statement of ^a-ccpunt . to each bprrowbr no ^ 

fewer than ^10 days prececling the due date of 

each payment subsequent to the first paj^ment; 

unless a coupon system is-establ ishcd ; 

(iii) When any payment -is/not received within 15 days' 

' "of the due date, a telephoned or ^^^itten demand 

to the borrower for, payment follow'ed by two* 

more such demands s^ced 15 'days- apart if no 

. I . , response to the initial demand is received; ! 

12) 'Wiq ma'inter^cc of a monthly Tist of payments, in dreas 

with respect to loans not paid when due; 

(5) Othqr routine procedures for effecting prompt and 

regular repayment includi^ig * personal or telephonic-^ 
' _ ■ • * * 

contact where possible; . • . 

• * * «. 

(4) In- the case oENa^borrower whose .address is no longer 

^ , * » •** »■ 

known, performance of a thorough/ search of all 

reasonably accessible -information ivhich may lead 

to the borrower '*s current iiiddress, including recoj<l . 

• ' checks in all appropriate institutional offices, 
' checks of. 'the telephone directory or inf or/nat ion 

. operator in the cit>^ or town of the IjorroWer *.s 
last known address, 'and the use of the Office, 
'of Education's skip-tracing service, which will 
be provided £ree of charge to the institution; 
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(f) Use other collection services, such as a commericidl 
skip-tracing service and/or other services which 
provide extensive telephonic contact with the Borrower 
in default and as to which the institution has utilized 
all- the procedures , enumerated in paragraph^ (e) of' 
this section, and 

(g) ' Use of cdllection agent and/or resort to litigation 

as may be ^ppropr.iate in the cas^ of R^loan on which 
the borrower is in default and'tf;S^to which the institu- . 
-' tion has utilized all the procedures enumerated in 
. . paragraphs '(e) and>(f) of thi^ section; if a collection, 
agency is used,; it must be bonded, in in* amount, which, 
will fully protect the amount of the notes turned over- 
for coirection. " : • 

Lake City Community College began its involvement with 
the National Direct Stildent .Loan Progr^am in 1965. This pro- 
gram got off to V slow start, with many stucl«nt5 being re- 
luctant to borrow money. Witl? thp mean income being less *^ 
than |3,000 in 1965, for many of the residents, a high pro- 
portion of the students were from low- income £amiles,who 

t ' ' ■ ' 

were of the* opinion that tborrowing money was not wise 
thing to do", . in, order to go to college. The Director 

♦ 

of Student Financial Aid. had these remarks concerning 
* # 

the problems of borrowers, "a great deal of explanning, 
convincing and,coersion was necessary to make these 
students aware of the benefit of borrowing. This was. the 
only, way to relieve the financial burdens* of^nvany of my 
married and divo^-ced students" (Williams). Nevertheless, . 
.,once the program got off the ground, it became as a con- 
tagious disease; with efveryone wanting to receive a loan. 



By 1969/ the program was well established at Lake 
City Community College, and students were waiting in ^J^^^^ . 
to receive some type of financial assistance from this • ; 
program. As of June 30, 1975/ Lake City Community College,, 
lias loaned $317, 625 to 486 'students . The average, loan for 
eacn student appro^jimates $653. ' On a national pros'pective, 
the National Direct Student loan Program', from its in- 
ception through- the 1973 academi^: y^ear, the fedetal 
g6vernment has. provided 2.2 billion for educaJ:ion in- 
stitutipns to make loans to students. During the 1974 
school year, 2^86 million dollars from the federal governmeijt 
enabled 674,000 students to reoeiye an average of $690 
yearly (Muirhead p. 8).- 

Concomitant to Lake CityJs loaning of the above amount,^ 
$93', 292 of this amount has /been repaid or 'cancelled, leaving 
$224,333 outstanding and $42,678 past due. Of the pa$t *du^ 
amount, $3,961 is past due by 120 days or less,. $6, ^5 ie 
delinquent by 121 da-ys "up to one'year, $15,142, is past 
due more than one year - up to .two years, $5, 584 is more 
.tlian two years delinquent, up to bhijee years, $6,132 
is flior.e than 3 years up to ^^4 years past *due, $2,818 is more, 

than,, four years up to 5 year? 'delinquent and $2^656 is^ 

I ' ' 

more than 5 years past dOe.. These figures indi'cate a' 

*^J.3%. overall delinquency. -This area is in need of imp^l^ove- 

ment, however, comparatively speakings the ^collection re- 

turns .are "stable'* when you analyze^ Lake Cit/'s collection - 

results amang other community colleges in the-state. 



• / 
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A major portion of the delinquent borrowers are more 
than one year* up to two years in arr.ears. Speculatively, 
the writer attributes these delinquent^ to the borrowers 
in the vocational and technical areas who have not beeiji 
successful* in obtaijiing employment* The loan recipients 

r 

pursuing ^training in areas such as auto. body, repair , auto 
/mechanics, cosmotology , brick masonry, have not been able 
'to find employment or have not obtained the kipd of job 
that will enable them to. meet tlieir » financial obligations. 
In the areas mentioned, above , the graduates mf l^equently 
leave the surrois^nding environment . These students typically 
have ?^sided in the area during their childhood and' have 
planned to rjsmain a resident of the area. These students 
are not^ ones which one must place concerted efforts to locate; 
-they are in the area and can be located most 6f the time. 
Howeyer, money is not available for payment. 

On the other hand, there are borrpwers that one- 
. does have diff iculty- in locating. * These borrowers are » « 
'Usually concentrating, in -theVforestry^ landscaping and 
golf-course operation areas. \a cursory anailysis of 400'- 
graduates in this area within the, last tjii^e^j years, ins^ 
^dicate^^^^n^^^^ studeais were from the State of Florida. 
Typically, thesjo a^turdentjs are from the northern sec.tion ^ 
of the United States, and they/do not remain in the south 
after completion of tlieir Course :of study. Theyj/are'not 
in the same category as the student'sf*previou^ly described* 
The latter'^boTrowers are typically'described as ''deadbeats**. 
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They are employed in a capacity commerisurate^ with their 
training' and salaries are considered "good*' as one looks 
at the current ^salary scale, * Neverhteless , ^he^e J^orrowers 
are of tj^e opinion that they are beating the system; they 
are not ' obligated to pay their Ipaji, • 

A combination of the two groups described and pther 
students thgt . ar^ "pursuing areas not mention, ccjiiyDrisesj 
a sign-ificant proportion of students that are morS* than 
one V^"^^ but less than two years delinquent with rdpay- 
ment of\t'heir loans. * • 

Students that are at least one year .delinquent , many 
of them are "^rop-outs, " The writer randomly checked the . 
records of ten. students in this area; the' findings are 
indicated bel*ow< 

1 



Seven of these students have a reading ability 
of less than eighth grade. The remaining three 
were in the' 9 - 11 grade reading level. ^ 



2. 



Each of the studeivts had 'af least one remedial 
course during the semesterfs) enrolled. 

./ 

3.\.Frpm the writer's prospec-tive , each students . ^ 
- • • • 

was enrolled in -a class that required a hi^h . * . , 

level of comprehension in order to successfully 

achieve in the course* | . ^ 
4*. Nine gf the ten students, were'from families 

with an income of less than $3^000. • ' • * 

'5. There was an absence of -the fafther 1^ se;^en fi£ the 

ten families. Five of the. mothers were 'employed ; 
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and five rec-eived assistance from the division of 
family services. ' ♦ ' 

The entire ten" (iO) bprrowers, w.ere the first in tlie 
household to ever . attempt ' to pursue a degree beyond 
high school. ' > 

Eight of the^ten wt^re pursuing as associates of arts 
degree. 

Three of the tenihad at least'-one child. All ten 
wore <Jependents of their parents, 
sjx 'of the t?n wer^ residents' of Columbia County, 
three. uVre from the surroyndii>g counties, an4 one ?>' 
"resided out of thelstate. ^ — 

... 

10, I-ive of the ten did not return after the' first 
4semester, three withdrew in- the second semester. 
The remaining two , --started during -the summer and 
dicl not complete* the session, nor did they properly 
withdraw.^ • * 4 ; ^. 

11. Eight of (he ten were placed on acadelnic warning ^ 
after the frrst semester. ^ One wa^ placed on aca- 
demiq probation*. 



12^^^ AI4 ten of these applicants applied for financial 
. . .'assistance after the deadline date, and grant funds 

had b^en committed to/students applying* before thfe^ . 

' deadline date. ^ • " 

^ ■ . "' ' 

Thiese sttitlbnts . are what society has labeled "high risk" • 

- , / * - ^ " 

borrowers. IHtlv the aforementioned in min^, we'wilj, review 

tbe(icha;racteristics of the student loan program from a nation.il 

' 'i * J ... ■ , 

prospective, "^mmericial lenders make 'loans bxised on. records , 



colleges and universities base the'ir loans on faith--faith r 

in the future potential earning* power of the- educa'ted borrower 

, • • .- • f 

^(Maynard, p. 16). \pive major problem's exist in allowing 

* * 



students to borrow, from an educational loan'program: 

* '1. ^ Education 'loans are granted *tp minors or those whc^ 
have' recently become adults. / 

2. Generally 'the borrower is without^any credit rbcoud. ^ 

3. '^hose who borrow are without income. 

4. Colleges loan to pej'rson unknown' to .the qommupity. 

5. Larger amounts are loaned to persons. \^ith tlie more 

- ^^^^j^itdk^tff^^dri) a.c kgr-eu^^ -(4^tey^«i4^ --p^^-l^W)r_-~. .^^.^^^ „^ 

^n Awarding .Joans' to students, tl^re is little ' fesembl^ce 



#in commcricial loan transactions > othe.r, ijian bhe 
is-rcquJrVd the note and • the :^inoney exchange, 
poiats out five ^rlance with mpst normal credit procedures and 



signature which 
Allan Mayngr<i 



^codlection process: * * ■ , , " 

1. The a^^erage loan is -collectible: wi thin^30 to 45 



days . 



Because education loans/do jiot become collectible uptil 



graduation or withdrawal and raay.be coupie<l with -d.efer- 
meats for continued education^ Armed Forces, Peace Corps 
and VJSTA, as many as ten or more years might elapse 
between the time that the original l'oan|ha5 befen granted 
and the time that the collection process begins'. ',Such' 
a time gap might possibly extend the life of a loan as 
much as~ twenty years. ^ ^ . ' 

Cancellation^ and deferments are possible lu most 

government- sponsoi^d funds. These; provisions* tend • to 

producQ bad psychMogical effects .upon the borrower , 

when either expire and cash *is/rAquirc4 % * 1-here. are no 

. ' » * 

suCK provisions, irt loans granted^ by banks/ Or other 

'.It. * ^ 

commercial' Tending agencies. . " - 

Whilel for the most part,, banks deal with borrowers 
who rosi4^ locally, educ*ational institutions mliy dealO 
with borrowers from throughout* the .ns^ition, as* well as 
abroad;' • . . ' ' . , - 



4. hducation borrowers are one-tinve borrowers. They have 
little need to establish good, credit records with the 
school from which they obtainc<J a loan especially in 

. ' ati,» when confidentiality of records is a principle-c- 

so meticiilousfy adhered to by education institutions. 
When people borro^^ from banks, howev^, they usually 
^* want to-establ ish good credit; records so that future 
borrowing needs will not be ^jeopardized. , ' 

5. Lastly, colleges and un ivers it ies' are" newcomers fo the . 
^.ending business.' ^For example , at Brown University in ^ 

^ 1958, 67 ,00(V was--l?wned; iin 1973 ,$ 1 , 000 , 000 was^loan^d. 

» ' 'At stake, theVi, i^^ sizeable amount of money ag-a^^t^t 

a backdrop i^f alumni relations and development -^ograms . 

Coramericial lending Agencies, especially thg^'anks ,. are . 

not exactly out to ruin thei.r image^by \^\Vig har*sh coll- . 

* ection tactics^ but wha>vis much easii^'r for a corporation, 

which exists part iallyr for the purpose of Jending and 
. . ■> ^ ■ * r • •* r 

collecting is a great yeal more difficult for^a phil- 

' • ani^iiropic institution dedicatCjd the pursuit ^f wis- 

donT (Manard, p. IS),. / ^ . ' 

^ \^ 

The last category, "(2-5 years^ del inqlient) , many of these 

borrowers can not be located, in fact the writer would estimate 
• . ■/ . 

from her'f indings at least eighty five percent (S5I) of * these 

borrowers have no^t been locatecj.. These .borrowers have been 

r,oferred *to Lake City^s col lect ion 'agenc ies ; Interstate. Account 

Services and Centra'l Adjustment Bure^iu." The recovery rate ha's. 

» , . ' . ■ ' • 

been fa ix. - ^ ' . .\ * ^ ^ . "I**^ 

^ ,Lake City Community College is working deligejitly to ifti- 
pr^ve collections o\\ their National Direct Stiident Loans-: ^ffhe 
writer makes the. fol lowing recommendations that, could aid >4'ntt*^^J^%:?;^ 
cjfimiAating the high delinquency rate/ • ' 
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Incrc^c personnel. The staff includes on«- direct ress , 
a college work study .coordinator and a secretary. 
Adequate time can not be 'spent in collection with a • 
limited staff and with the responsibility of morp 
than $750,000 in federal assistancfe. 
(a) If one person could handJe tlie .exit intervi^ws^s , 

the promissory notes, and the summary loan sheet it 
would alleviate many of the problems, 
tb) Because of the voluminous paperwork and shortage 
of personnel, many students hav-e g'radiut*^ .beifore 
it is determined' that they-.havc not had an exit 
interview. Tlie financial aid office should- work 
closely mth the registrar's office to avoid such 
problems . « , 

Better utilization of ^ime. Events and deadlines should^ 
be perted out or pt^ced on a calander of some kind in 
order to be* able to better plan the time and work re-, 
sponsibility. of each employee. 

Improve billing system. Even though there are only two 
billing agencies serving the tholisands of institutions 
not equipped to do their own billing; better coordination 
should exist between the schooj and the bilTing agency. 
A trip to Wachovia Services in Winstan Salem, North 
Carolina could bring about improvements in the present 
bill ing system. 

inform the borrowers of their financial obligation. , A 

small school as Lak^ City Community College should be 

ajilc to hay'e some type of discussion « or meeting • 

collectjvely with each borrower, making* him awar^e of 

his financial obligati,ons and the corlsequences if this 

obligation is not'.mct. vlt is, a known fact that the 

Student does not tak6 the time to read the prxyjnijSsory 

*note. Someone should *take the time to educate tile 

' « 1* 

student to his responsibility/ • • , • 



(5) • Research the area of computerization. Much of the 

work that is donermanually , may be placed ^n computers/ 
^ -Confer with the^^direc tor of computer' programming in 

order to see how some of the paperwork relative to the 
loan program. can be placed on jthe computer.'. 

The above mentioned recommendations will resolve^ many ofi. 

the internal pr^,bJLems currently existing with th,e National 

J>irect Student Loan Program at Lake City Community' College . 

However, it- does not resolve the problems onl^ national 

basis. Many congressmen, educators and- taxpayers are approaching 

the problem with the answer being to eliininar^ the program 

and'devise other alternatives. A panel organiz^ed by President 

John F* Kemeiy has recommended the Education Opportunity bank 

♦ ♦ 

/- , , . ^ « 

as part of the' solution to the problem. The recommendation is 

i. • 
as follows*: * ^ ' 

* The Panel ' recommends establishmejit^ of a bank, which 
might be caljied the Educational Opportunity Bank (ED OP 
: ^ Bank), as an agency of the Federal Government. In order 
• to obtS^in f-uiTds the^ Bank should bq authorized to borrow . 
money at going Government rates, it should be authorized 
to lend money* to postsecondary stu'dents, regardless of the , 
student's resoui^^ces . A studer)t should be able to borrow ^ 
enough money to cover his- tuition, costs, and subsistence 
at whatever college university,, or other postsecondary 
institution he is admitted to. The Bank would recoup 
their loans through annual payments collected .in con- 
junction with the vb(jrro\*r' s ^future income taxv^ At the time 
a loan was grante,d',' the borrower would pledge a percientagfe 
of his future income for a fixed number of years for repay- 
metnt be 30 or perhaps 40 y^ars. ' This period would be. 
4 fixed terit for all borrowers. The {percentage of incon\e 
pledgedl \could be proportional to the amount borrowed. 
Preliminary estimates ^re ^hat the Bank could be self- 
sustaining if.it charged borrowers 1% of gross income over 
30 years for each $3,000 borrowed. 

» This might be considered not a 'loan prgram' at all, • 
but a device for enabling students to sell participation. ' 
shares/ in their future incomes. ^ For purposes of clarity 
we^qfer to t^e proposal as one for * contingen^t -repayment ■ 
loans* and to present programs as *fixed repayment loans'.* 



Cont ingent- repayment loans have tlire.e prrncipal' advantages 
to 'the individual, over present fixed-repayment programs: 
l.,-No student borrower would have to Vvorry about a 
large debt he could not repay. If he entered a low- income 
' calling, or were unsuccessiuj in a normally affluent one, 
his obligation to the Bank would, decrease proportionately 
to his income for that period. 

Ke anticipate that this would' make students much more 
y willing than they currently are to borrow for higher education. 
Students from low-' and middle- income famili-es would no longer^ 
/he at a si'gnificant financial disadvantage in seeking 
•higher ^duca-tibn and would be almost as free *s students 
from .academically qualified. As a result, the proportion 
of 'low- income student? attending college might increase 
appreciably and the porportion abl^ to attend colleges 
well suited to their needs might increase substantially. > , 
2, By spreading repayment over 30 or 40 years instead 
^ of 10, tlie Bank would make it feasible for individuals .to 

borrow much larger sums than are currently allowed. • Estimates 
*' suggest' that the Bank could breakeven i-f it charged borrowers 
1 berccnt of gross income over 30 years for e^ch $5,000 
borrowed. Currently, authorized loan programs have a four 
year maximum, of. ^5 , 000 . Five thousand dol lars will not -co^ver • 
susistqnce and tuition expenses for four yea'rs at most re$ir- 
dentia-1 coll<3ges or at most private commuter colleges. 

The Bank'woulid be able to Ititd enough to cover subsistence 
"and tuition at any" collcgp.- This would 'currently mean a 4-year 
miximim loan of at least $15 ,000", rising in subsequent years. 
We doubt that many students would choose to borrow this 
heavily, since this woul4 mean committing about 5 percent^ 
of their future earnings/ Nonetheless , nhe opt ion would 
^be avialable to the poor but ambitious students who' wanted , 
to attend an expens ive *pr ivatc college but could riot obtain . 
adequate scholarship i^ssistance. ^ 

5. Thd availability of loans would n9t be. directly 
affected bv the state of the^money^>market / 

» The Bank could differ from existing Federal Toan^ pro- * . 
grams in another important re^p^ect : it could probably be* 
financially self-sustaining." Hdnvever, the Bank might also 
be subsidired by the Federal Governmen^t. in the same way 
that present Joan "programs are subsidized.* The extent to 
which the Ba^ak mi^lu be used as a channel for Federal sub- 
sidies for education could He easily adjusted by Congress 
. at anytime. The Bahk' itself . wouldvbd both visible, and 
useful whether or not it was subsidized (Zaclvarias, p.' 657)- 

Jerrold Zadiar'ias points out three advantages of the ' . 

utilization of a\ Educational Opportunity Bank: . 
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L. I he liank would in«'ike it possible for aivy student to 
pay Kis own way, ^ if necessary, at nn)'-xol leg-e, mK^vcrsity, 
or othen post-secondary institution tO' which he wpuld.gain 
aHmiss iin . . • .< * / 

^ "2./" Larg'e government programs, whether they entail 

grants, subsidies, scholarships, or crther aliocat ions, -are ' 
jioi eas i ly* i^lnistered'rwhen t'here is no need f^x '^discrimina- 
tion among rebsiDients/ The proposed program requires* no 
^one to decide l^tween the rich and the pooi , or among the 
merits of, various cities, states, 'inst i tutioiis, etc. It 
needs no ^eer-group eval^iat i ons , no political pressures, 
no compromise among the various aspects of civil rights. 

3. I f • this borrowing program became .popular , and if a 
substantial portion of h'giher educa,t ion. wej*e* in fact paid 
for. tuition and subsistence chargpes., the flexible fmuU of 
priv^4te foundations mi^hx be used 'in flexible w^ays for • 
innovation, .improvement, research and development, and the ^ 
future might result in *a bettfer unders tan<ling of the pro- 
' cesser of learqing and of education (Zacharia^, p. 658]./ 

i \ ' .\ ^ 

Another proposal^ is the 'iNSL^, t^ie National Student Loan 

Bank\. Wilbur J. Cohen recommends the follomng to remedy the .t 

def i|:iencies in the^^^eseUt s^dent loan program:' 

The NSLB would be a nonprofit private corporation 
QStablished by the U. S. Government. The NSLB would issue — 
its own securities to raise capital for stude,{it loans and 
would mal>e loans at fixed interest rates. It would , reijlace 
the guaranteed loan program and the National ^ircct" Student 
loan'. The NSLB would haye^ the following fea-tures: 

' 1'he Bank woulU lend any el igible , undergraduate studejit 
or ^graduate student (or med*icai, dental, etc.) an amount 
each year which coui'd not exceed liis tuitio-n and living* 
costs minus any Federal aid received., Eligibility would be - 
based solely on enrollmerit in an institution of Irigher ^ 
education and would extend for up to 5 years at. the undeV-* 
^graduate Jevel of 5 ye^ars at the gi'aduate* level . 

The RSXB would devise methods orjrepayment 'tbat allow 
or various terms extending up to 30 years. Provisions 
\\ouId be m.'Kle^for rising t-e'payments, ov!cr tir'e (in keeping" 
with 'income) or constant annual paymenlt. ati the op£ion of the 
borrower. . • . j . \ 

.Interest during enrollment would be pai^d by the Federal 
Clb verncneji t . Interest clvar^es would be .set Mii^-siich A way 
thatNsthk-re woald- be no subsidy during thqj^ repayment period. 

, Federal loans might be repayable through thre internal 
Revenue System. Even with this feature, '/the NSLB would 
probably h^ve low coll^efction costs" * ' . 
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Tlvc Federal Governinlent would reiinhurse the Bank for 
loss^ due- to death, disability or default, as at present;^ 
In addition, a feature might be added * wh i ch would allajjj^ 
for a limited form of pooling or mutual izat ion of risk. 
^ For any yttr in Khich n borroKer*S income falls below , 

certain levels, a portion of the loa.n payment for the 
• ' year would be cancelled. Ihis feature could ]^ designe<J 
to affect 5-10 percent of the scheduled repayments, . 

lh*c^ Carnegie Commission on Higher Education has made'a » 

similar recommendation: 

. \. 

The Comnissiou recommends that a Federal contingent 
loan program be created for whicii al i 'student s , regardless 
\ * of meed, wK)uld be eligible. Kith' interest figured on the| 
basis of Federal borrowing costs, tlie program sould be 
5^el f - sustaining , except for administrative costs, whAch would 
be met out of appropriations . Undergraduates would be , * , 
eiigibre to borrow up to $2,500 per year, and. graduate 
students' up to $5,500 per year, for educational purposes. 
No student ^ should be entitled *to receive Tnoreiin loans, 
all .types of grants;, and work-study payments an any year 
than the cos.ts of educatioji, including subsistence costs, 
as officially recognized by the institution in which he is 
en,rollcd. 

The pi^og ram "would be administered through the institu- 
tions of hig'her''^ educat ion , which will have the relevant in- ' 
formation on grants and workstudy payments to loan applicants. 

Level of funding:' A loan program of this'sort must , be* _ 
viewed .as clearly experimental; it is difficult to predict 
^ 4- , ' the extpnt to* which it^is used. But if Ibans are to be 
' made {ivai Table to students *wi thout reference to need, it 
will j)e necessary to have Xhe initial level of ^funding for « 
th^e .loan. p>rogram high enough to* el iminate *any requirements • 
for ^ettin-g* pribrit les ^among loan applicants. The Commission 
suggests thai funding be made available to, provide students . 
^.^ loans total ing ^'Z . ^* 'billion* in 1970-71', possiljly incrasing 

to as much as/$5- billion in pew student loan irt 197^-77. 

It i.*^ also difficult to predict the level of Federal, 
expencUi tures which would b'e required by -this loan jrrogram. 
Although designed-to J[)e selif- support i ng tlue pro-am 
won Lcl* require pert jciilarly in t^he i*hitia1 years, annual 
Federal appropriations ambuntin-g to perhaps 5 percent *bf 
•* 'new loans committed that 'yeaj^fdr <\dministrat ive costs and 
cont irigencief^. -Tins would amount to about $125 millicfn 
in 1970-71, rising to $2S0 mill ion in 1976-77 (Zacharias, 
• p. 659-660),, . • ;. . ' • ■ 
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SUMNtARY ' . 

The writer* i§ of the op^inion that Lake dity Community 
College ioan program and it3 -pVoblems are -indigenous to the 
college community thrQughotU khe counjtry. While there 
regains the controversy of 'contihuing existence of the 
National Direct St.udent- loaja prograrf^ it does not /eliminate 
the problem of collections^; *The loans that have been awarded 
to students must coX^.ectel'^ if the .program "continues /or • 

^ . . f i : 

suddenly, demises , unless, the < law is, changed. . ; - 

' (LCCC) 
It has been observed tl^aJt the institution has consistently 

during the past three ye.ars, i:.eturned unused loan funds to the 

federal government and ha^s requested ^Mditional grant funds.. 

The writer believes that'the crusade- to receive additional/ 

grant funds should be encouraged. Because pf the impoverished 

conditions . that exist with' many students, the less they can 

borrow the better. • * ' , 

The dilemma relative to loans concerns itself around 

the independent student who jnay have several dependents of the , 

expenses of that student exceeds ^tfie purview of receiving . . 

grants only. The financial aid office must make a decision td 

either meet the total nee)d of ^ the stude^it., by awarding a • 

loan on good, f.aith, or' meeting a pprfti'bn- of the students neeci 

by excluding -the loan., The Office of Edtication rejgulatrons 

state. .that the financial aid of f ice should, us^ "extreme caiition 



in ^warding student loans. ^I£ financial aid officers tpok 
this statjement literally, at this'^^Ti^e, the federal government 
Hould not have reached' the one billion dolldr mark in the 
.amounts which h*\^e been loaned. 

To .resolve this problem nation-wide, the writer feels 
that the* regulations should be revised with a loan-grant dlause 
students substantiating by affidavits an inability to repay 
their loans, should be provi4ejd with an option ^o convert 
•the loan to a grant. Students that are^ able to/ pay, and re; " 
fuse to da so, institutions should vigorously^/ afpply themselves^ 
in the collection processes of these loans. 

Lake City Community College has w^cojned .suggestions , 
and the writer is Of the opinion that Improvements will be 
made in this area. .Ove^-all, there does exist a commitment 
to the filiancial aid' programs , •and the' const ituency as- well 
as the higher echelon, is cognizant of the important role of 
financial assistance and how it impacts upon the enrollment 
. of the institutit)n. • 
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